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The :Alaaka Public utilities C01IJDission (APUC) recom:mandll that

t.l.~icationssupport for hi;h-cost, rural and insular areas

of the na~ion be proviaed, in a fair manner, consistent with the

provisions of the Telecommunioations Act of 1996 (The Act) that

req\.li.re services included in the definition of universal service

bear no more than a reasonable share of common and joint costs of

the facilities used to provide those services. Support must be

sufficient and include provisions to fUnd necessary infrastructure

Changes and to provide affordable services to all customers

regardless of qeographic location. Efforts to make the fundinq

mechanism more cODipetitively neutral should not lead t.o rate

increaGQs. Use of support funds should be tracked to ensure that

the pUblic obtains the intended benefits of any support mecha

nisms. Proposals that limit funding to only the primary line of

the SUbscriber require further review.

The APtTC aqrees with those commentors Who racoqni ze tha-e

therQ are differences in value, quality, and scope of local

services between urtian and rural areas of t:.he nation. To Qnsure

comparability in servioes between urban and rural areas, it may

be necessary to provide rural customers ",it.h more support and

services than the five core services proposQd in t:.he Notie. of

Proposed Rulemak1ng in this proceeding. If key services cannot

500n be provided in rural areas, the FedQral C01D\W'\ications

Co_i••ion (FCC) may wish to consider requiring provision of

services at regional centers.



, Th. APUC baliAv•• that tbe concept: of affOZ'dabi1it:y .uat

2 cOlUlider state reqional i!'lcoma, the tot:a1 price of t:.~.oom-

3 munications services, p@n@~ra~ion le~ls, COQt of living, 100a1

4 callinq-area size, current rate levels, and other regional

5 effects.

6 The FCC should consider requirin9 ~t .0hoolQ, libraries,

7 and health-carIB providers b. bill'u! service. at thQ billing

8 utility's lowest: available contract or ~ariff.d rat~, with

9

10

11

discounts qiven, if necessary to reach a bQnchmark rate.

line support mechanism may be needed for those areaa with

circu~stanc@s where the standard diacountQd rate

A life-
I!

unusual I:;

is not

12 affordablA.

13 The APUC opposes any incrQ8ses to the Subscriber Line C~~ge

14 1 .>ld 5UlJQ..sts that this ehar..-a beCOllle a r ....ponsibility of the

15 !! interstate interexchange earri.r~, to allow the markQt to deter

16 mine how this cost should be rQoovered.

17 ,i

18 'I
I

19 I

20

21

22

23

24

25

28

ThQ APUc opposec tn-QPe propocals that would restrict the

dA~igionmakin9 rQ£ponsibili~y dQlQgated to states under The Act.

ii
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The Alaska Public utilities commission (APUC) encourages the i

Federal Communications commission (FCC) to adopt regulations on

'the univeraal service issue that ensure delivery of essential

services tg all subscribers and promote tne pUblic interest. The

APUC pt"Dv·id•• the tollowing OOlaments in response to the April 1996

filings in CC Docket No. 96-4'.

14 runq1ng l§aues ang «ecbanj••, tor High-Cost. BuraZ. and InsuJa~

Areas
16

, shOUld adopt only a funding' methodoloqy that recognizes 'that loc::al
:i!0

.bgyld be deteraine~ using a rorwAra-1ooxlng, eS~1maCed, 1ncre-

rates shoul~ not Shoulder an undue portion of the utility's joint

and common costs. consistent With the Telecommunications Act ot

The FCC

1"15 (The Act) I un1v-ersal service shOUld bear no more than a

reasonable snare of these costs. (section 254(k).) Adequate and

sutticient support should also be provided to ensure that whatever

-U1. SHRllPrl Wit bf! adoql,la'Ce 'Co meet need and be devel gped

in a fAir manne:r: Several C01!lJHntors argued that support fundinq I

mental cost analysis or variations of that concept. t

18

21

1D

18

;7

:i!4

29

28

i Tor example, se. CODmQnt~ or AT&T corp. (AT&T); General
communication, xnc. (GCr); H~; and National Association of stateII Utility Consumer Advocates (NASUCA).



joint and CODon coste are •••iwned to local customer. are I

2 affar4aJ)le.
I

3 The principle under '!'be Act at Section 254 (b) (5) that the I

4 h1qh-cost meChanisa must be ·sufficient" requires that support be

Utilities

%See ccmments of the Staft of the Indiana Utility Regulatory
Comaiss1on at 8: "The proposed proxy models fail to recooniza thQ !

costs of providinq local exchanqe service in specific areas - a
significant flaw •.•• n

receiving support should have the ability to (a) demonstrate that

any national costing model provides inadequate fundinq qiven local

conditions and (n) seek appropriate relief.

In addition, if a forward-looking, incremental model is

adopted, the FCC should create provisions under the model to

recognize that small local exchange carriers do not fit the

standard Tier 1 model network struoture. For example, many slnall

looal exohanqe carriers in Alaska currently share advanced

switching technology with larger carriers (a fact that is

recognized by Conqresa and addressed in The Act at section 259,

Infrastructure Sharing). As a result, these small carriers will

have different cost characteristics that should be recoqnized by

any costing model that is used.

costs liIill lead to inadequate levels of support. Z

\

5 i basea on real-world conditions. Any costing model must consider

all material oosts that may affect service, including reqional

n1qh-cost factors such as those faced in Alaska (e.g., harsh

climate, lack of roads). The failure to consider such reqional

ti
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l1mitations in the overall telecommunications net.woJ:'k. For

with affordable local ~dem access t.o tho 25 ou~tomer. in the

infras~ru~ure changes ~ecessary t.o ramove 1imitations in the toll

customer's small local calling ar•• but f.iled to provide for

Cost support is insufficient and a wasted effort ifcustomer~4

3See commants of NASUCA at 4 and comments:: of tha Idaho Publio
utilities Commission at 4.

's~ C!03lUIlents of the Alaska Liklrary Aggociat:ion (ALA) at 4-5.

example, support would be insufficient if it provided a customQr.

it merely provides the customer with an acoess line but. the

customer cannot use the line to obtain esasntial services due to

obligation to prQserve and advanoe universal service for All,.
AJler!cans. tt (Senate Report No. 104-23, supra, at 26.)

I
Any high-cost su:gpQrt methgd must fund the iD'fra.-[

ptruQture: Support should be available to fund infrastructure I

chanqes necessary to make essential services available to the

.Lll IfCslrt;. to m,lEe the sy.t.q Dora QOIQ)etitiyely neutral ,I

shOuld not IM4 to rite incrauu: The APUC aGrees with tho.. who I

filed comments in this proce.dinq that the FCC should not adopt

mechanisms that increa•• competition but lead to rate increases. 3

Competition should. among' other thinos. lead to efficiency

improvements and not just result in cost shifting amonq customers.

If rates qo up for those with the least-competitive choice, I
subscribership will decline. The senate Report on S. 652 has l'Ila.de I·

it clear that "any action to reduce or eliminate support,

mechanisms shall only be done in a manner consistent with the

,
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1 I ne'CWCZ')t that. Fohibi~ 'the cu.t.oaer from a.cce••inq the rest. ot the

2 united S~a~.a.

s

4 QUfitgMrs: The

l
reQUire aCfsr4abla ....Wa, not jUlt I
APUC c:li.a~ee. wi'th the cownentcrs who'

5 would lim~t support to re.iden~ial customers. s Under The Act, all

6

7 I
8 I
9 I

I
10 I
11 II
12 '

13

C\ls~omer,~ (rQSidential and businos., urban &nd rurcl) are reQUired

to have affordable ra~.s, with the goals of geographic ubiquity;'

( 3 ) ACCESS IN' R.URAL AND HIaH COST AREAS
Conaumers in all regions of the Na.t.ion, including
low-inoo~e consumers and those in rural, insul4r, a.nd
high Qoet areas, =hould have ~ccess to telecom-muni
oations and intormction services, inoludin9 inter
QXOhange servioes ~nd advanced telecommunica.tions and
infc,rmation aervio•• , thct ilre reAsonably comparable to
thn,.,e servioe..,. provided itl urban Areas and that are
a'p..tilable at: rates that are reaeonably comp&::r:'/Sble to
1:: "~tQC ohaxgeci for simile.r .ervicefl in urban S.l;"ea.::il.
(ThQ ~Qt, Section 254(b)(3).)

14 ~. APUC Qelievee that support for afforde.ble ~ervice should not

be ltai~ed to residential local exchange service.

J"•• CQUDIlent5 of the P'1orida PU))lic service commission (FPSC)
a't 7.

iSee th. CQwaenta of the AJIIeri.can AQliloo1.a~1on or Retired
Per_on&:ll, Con.wner Federatiqn ot Merica, anC1 consumers union
(AAaP) at 7. See comments or the competitive Telecommunioations
AssociAtion (eTA) at 7.
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.LIl TI'.gk V. At Funde. The APUC 1Ie,r••• with the co_nt.

:2 of Paoifio Tel.coa, Inc. (!tTl), thDt there should bt ilnnual

3 aooountability and reporting standards that identify the UBes af

4 \U\iver.a.l ••%"Vice fund proceed•• 7

must be further explored before such it proposal is adopted.

First, the proposal does ngt :Jpecify what type ot tiline" ce.q.,

Someto II lI;1.n91. 1 ina tg each hem.Mgld:

review i. re;pir.d before adgptLcg a prgpgftlJ

oo-.entcra propos. that universal s.rvice support should provide

funding for only the primary a.ee.ss line to a household even

though utilities as II common practice wire more than one physical

lin. to ••ch loclltion. B The APUc believes that several issues

1;p

B

o i

10 I
I

11 I
12

1S fiber optic, coax, or copper) should be funded. Funainq one line

cannot be determined whether the price of' tne seoond Itline" will

xi•• to una!!ordable levels or W1ll rise to the point that demand

is suppressed l.ead1ng to higher overal.l. ra~es for all customers.

to determine the costs :tor the primary "l.1netl versus any addi

tional lines (or cap~city). Wlthou~ SUCh al.locatlon procedures,

the "lSingle-line" proposal cannot be rUlly evaluated, and it

Page 5 of 14
CC Docket No. 96-45

~11ino1s Commercetheot

'see comments ot PTI a~ 3.

Reply coment.5 of the Alaska l'ubli.c
uti1i~1es co~ssion

IFor example, ••• comments
Commission at 5.

per household lIUly provide different quality ot' service to the end

customers dependinCj" upon whether the cU5tomers are served by tiber

or c:opper wire.

Seoond, there are no allocation procedures to identiry now

21

24

18

14

18

17

15



1 Develop1nCJ "81I19le-line" cost allocation rules would likely be a

2 4aun~lnCJ, controversial task.

3 Tn1rd, prov1c11n9' two "1ines" to each houllehold allow8 II back
!

4 I
I

5 I
I

6 I
i

7 I
8

8

;0 I,

"
12

1;' I
14

15

1.
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up 1n case ot failure of the primary "line" and may recluce

construction costs and installation time if the customers ever

seek a second. circuit, raisinq quality-ot-service questions.

Therefore, the proposa.l to fund only the first "line" to a

household should be further reviewed.

S«rV1,qeS To Be Su~na,g:

.w. Bural cultomers may need adc21t.ignal sYP»grt and

serviges : The APlJC believes that many of the proposals filed in

this proceeding do not comply with Section 2~4(b) (3) of The Act

that requires that rural, insular I and high-cost areas have acee.ss 1

to telecommunications and information services, inclUding inter

exdhange service and advanced telecommunications services, that

are reasonably comparable to those in urban areas and that the

services are available at rates that are reasonably comparable to

rates charged for similar servioes in urban areas.~

Rural and urban local services are now dissimilar because

they differ in quality, availability of services, functions

provided, and scope of callinq areas. Rural areas often have

~or example, several CODmentors would not provide funding to
1nterexchang_ ••rvices, while ethers contend that the basic core
services provide all essential functions and access to critical
fire, police, and ..dical facilities. See cOlDJDents of AT&T at 12
13; Gel at 5-7; Bellsouth Corporation, Bellsouth 'l.'elec01llll1unica.
tiona, lnc. (Bellsouth), at 6.

Reply Comments of the Alaska Pul:llic
utilities Commission
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hiQher rates but s.aller callinq area. than urban are... Rural

area., e.pecially those in Alasta. often do not have local tele

communications acc... to infonation services via modem (includ1nq

the Internet) j fire, police. medical emergency. and other services

that are taken for qranted in the Ilore urban areas. 10

Universal service (and sufficient fundin~) should therefore

be provided to allow a reasonably adequate local calling area in

order for oustomers to have affordable access to teleoommunioa-

tions and information services that they need and that are

reasonably comparable to those services provided to urban areas.

In Alaska, toll service is a necessary co~ponent to provide fu.ll

participation in the telephone network and useful access to

services included in the definition of universal service. For

example, most rural Alaska customers must make an intrastate toll

call to have access to a doctor, emerqency aervices. and stores

other than th, local villaqe store. if there is one.

121 provide AdVanCed Services: Section 254 (b) (3) requires

that reasonably comparable acoess to advanced services and

information services be available in all arQaQ of thQ nation. ThQ

FCC should therefore broaden the definition of univ~rsal service

beyond its initial five core. s~vic.s (~.9., "POTS'l) 11 as prop0l!::Qd

JOSee comments of' the APUC _ S.e commant~ of thQ ALA. at g_

JlHPOTS" rafers: to "P~ain Old TolQphono Sorvico".

Reply Coam.nts of the Alaska iublic
Ut:ilitie.. C:ollllll.iuion
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2 -.oct.a and 1:n'teZ'tWIt. aac••• , while ocmmonly 4eploy.a urban .erviCA8,

3 are difficult. or caxpansive t.o obtain in lIome rural areaa. 1
:l

4 For Q)(ample, the Rural utilities Service (RUS) pQ~O$ives that

5 the ability to provide digital 28.8 kilob~e.-per-••cond (kbpa)

6 mod.. ..rvice &hou~d bo an intrinsic characteri.tic of the local

1 net.work and ia pos.ible over the "ahort loops" t.hat "oom.prise 'the

e overwhelming majority of auburban and urban a~eas.·14 In urban

9 areas, customara havQ ~iqnifioant and flexible use of 28.9 kbps

10 t.ransmission to contact aeveral information aQrvioQG within their

l' local area. In COmpa~iBon, in Al.aka moat rural communitioa aro

12 distant fro. and have no road acceca to other ~ural and urban

13 looationG. The.. rura1 communities are dependent upon inter-

14 exohanqQ services to provide access to Internet and other

15 informatioa ~RrVioes. In Alaska, the faoility of 28.8 kb~~ modem

18 acoes. on a local lino i. oftQn relatively useless without

17

18

19

20

21

:22

23

24

25

26

comparable toll aOCQAa bQoause ot the extremely limi~ed-.ize looal

calling areas. 15

USee comm.nts of the 'A••ociation of the a.r of the ci~y of
New Vo~k Administrative Law committee at 17.

8 g.. oommonts: of xinko I s Inc., at i-iii, regarciin9 provicion
of free IntarnQt sQrviQQs to Americans wi~h computer facilitiQSI
and aus: at 10, rflqarding modem usage in the United Statec. SQQ

alao commenta of Distanoe Delivery Consortium (DOC) at 1, and ALA.
at g.

USao commonts of ROS at 10.

USee COllUllentlii of "the ALA at 0, DOC at 1-', &t:.atG of Al.a.ka
(oontinucd...)

Rep~y Comments or the ~as~a FUb11c
V~iliti~. CQmmi••ion
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,
1 I .w. _We1 c_ntera. It carrier. calU10t quickly mOl:1arn1ze

2 tbai~ taciliti•• ~o provide needed Dcrvic•• in rural, n1gb-ccs't,

·3 ano in.ula~ area., then effort,5 should be made to provide

.Lll BAt- deQV9rlliti uti and sqgpQr1; to AT&T: In its comaents

function. 16

augqes~ that libraries would be avail~ble for the reg10nal center

AT'T seeks financial DUpport to provide qeoqrapn10 rate averaqinq

Comments from various library ilssociations WOUldco_unity.

OOImlIQni~y ace_lEI Q.nte~D 80 that acme point or access to essant1al

.~vice., including the Inte~~e~, can be maae availa~le 1n each

4

5 I

:1
,: I
11! in aOme high-coBt: aree. that; it serves. 17 It: the FCC qrants sucn

12 \ IIIUppOrt:, AT&T should be required to appropriately reduce its

13 ~at._. The APUC believes, however, that AT&T has not demonstrated

14!; that i~ needa eupport to preserve geographic rate averaging.

15

18

10 r1 171,.Q an i

1· ..,. 18.Al Q Ul

&~I~
19.. ~il 20II ~

5i t·· 21.5i ' ~
-J ~
t~ti~ 22
II. c:~.(,1)< ......

23jg S-
IC( 24

26

28

III The concept 9 f offgrdObility to all Customers should bl

brQld Po_sA: The APUC ag~e.5 with the comments that support the

co~aepe that raee effordability shou14 consider state reqional

income, the total pr~ce of telecommunication serVice, penetration I

1 ~ ( c 0 n t n u e d )
at 11, and Ros at 10-l.l..

16por example, see CODments ot the Library of Michi9an at i.

178 •• C01lUlents ot AT&T at 1.2, n. 15.

Reply Comments of the Alaska Public
U~iliti•• commission
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Illvela in the &rea, cost of liVing', local-callin;-area .iz.,
2 current rata levels, anct atate rate .ett1n; polioi••• le

.c.u DO Dot U., ••roeM," or tn. national ••4iln ineM'

4 ~g deter-iDA atfgrdability: Proposals that merely oonsider

, nat10nal median 1ncome ~o determine affordability should not be

e adopted. specitically, Keys~one proposes that an affordability

., I ttenchmark ($l8lmonth) De se~ at about 1 percent of the national

8 I mecUan income. U Kany places in rural Alaska have average incomes

9 . ~hat tall well belOW the national average. Given this circum

10 stance, the S28/month rate would appear too high as a qauge of

11 attordab1l1~y. For example, a $28/month phone bill represents

a~out 7 p.rc.n~ of the averaqe annual income for a household in

Birch creek, Ala.xa. At this level, citizens in Birch Creek may I
not be able ~o a!!ord phone service. If a percentage of averaqe

inC0D8 1s used as the benchmark of affordability, the percentage

ShOUld be based on state re9ional average income .

.ul The natiQnal average rate for service is not, by itselt~

A gpod indicator of IftQrdabilit~: some commentors suqgest that

~he national averaq~ ra~e be used as an indicator of telephone

affordability. ~Q The APUC believes that the national averag'e rate,

17

14

18

15

13

12

19

20 I
21 II
2
.. 1 -----~----
~ l'several parties advocate one or all of the above criteria

ot attord~11ity. See comm-nts of the California Departaent of
28 I consumer Afta1rs a~ 18-19; AARP at 1, 6; Keystone at S; NASUCA at

1, 4; and the New York State Department. of Public Service at 2-5.
24 I

115•• COlb.ent5 ot Keystone at 8.

2& III ~see comments of the FPSC at 5. Mel, at 11, also suqqests
II (continued...)
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2

3

4

by it..lf, is not a good indicator of affordability. Componan~.

of the loc:al ra~e (e.g., touch-tone), quali~y of ••rv1C8, value

ot servl:e, and size of the local calling area vary frena location

to loca':ion, makinq it difficult to develop a valid national

inco.e, cost of living, and other factors.

5

6

10

11

13

14

average rate. Furthermore, as previously discussed, affordability I

canno't be qlll,lqed merely by price but is governed by custo:trlel' I

I
schools, Ljbrariel. and H.,lth Care yroyi@rs

LU Premoll} for proyi Ijon of discounts: The APUC aorees I
with those com-entors who suqqest that schools, libraries, and 1

health-care providers should. be billed for service at the billinq

utility's lowest available contract or tariffed rate. for thei~

region.2J. To ensure that services are universally available,

20(...continued)
a tar~ated rate of $2o/month ba ~p1oYQd.

2J.Por example, the ADl8rican Libraries Association, at i,
propos.. that rates be basad on the lowest tariff rate or tha
total service. lono-run incremen~al COAtS.

To encourage incentives for efficiency, the FCC may also wish

to consider requiring the schools. libraries, and healt.h-(!ara

providers to bear a portion (possibly 10 percent) of tha co~t

ditterence between the benchmark rate and the billed rate. When

state.a ,~ould develop benchmark rate schedules that would allow
15 I

, interata'te funding for schools, libraries, a.nd health-care
16

providers to cover the portion of the bill abovQ the benchmark

rat.es.

c
,28 (l') 17
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throuqh hiqher SLC charges. wi~hout ohtaininq some benefit. As

Customers should not be required to experienoQ a rate increas.,

121 ~_thg SLC is jncreased, toll rat•• should deere••• :

Syb,qriber Lin. Charges ($LeI and carrier CQmmon Ttj ne Charges
(ccz,cJ

The free use of the local loop by IXCs

22S•• oornl'llent:.s o£ i:.M Naa at 23. Th. APUC ha. raot :fully
evaluated all of the details proposed by the NSB on ~ia matter
and, therefore, can only an~orse the proposal in congept.

aSee commen~s o~ NASUC~ at 15, 23.

local loop costs.

constitut•• an unjustified .ubsidy and an unr.aAonab~e sharing of

joint an4 common costs.

111 po not increase the SLC; The APUC agrees with NASUCA

that the SLC represents a local rate increase to CUS~ODers who

have no means of economizinq to avoid the charge and minimize

expenses. 23 Interexchange carriers rIXCs) that employ the local

loop for provision of their servioes should pay a fair share of

developinq tbe.e bencbUrk rat•• , the AlUC SUQ'q••t. that

con.ldaration be 91ven to providing mileaqe-insensitiverat8B.

m Lit,lin@ eu.p,pgtt: Schools libraries, and health-care

providers will sometimes face unusual circumstances that make the

disCCW1ted rate unaffordable. The APUC a.~aes in concept with the

National School Board, et al. (HSB). that schools, libraries, and

health-care providers that can document extrQ]Re need should

receive lifeline-like support. 22
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II r ••ult, any inor.as& in SLC should reBult in a mandatory

d.er.... in IXC rates. 2&

.w. 'UlIM the au; WMbanin: The APUC supports those

comments that propose transfer of the responsibility to pay the

interstate SLC to the IXCs to allow the market to determine how

such costs should ultimately be recovered. 25 If necessary, the

IXCs could themselves adopt ena-user charges similar to the SLC.

In the alternative, NARUC has sugqested other options available

to the FCC to reduce the CCLC instead of increasinq the SLC. 26

The FCC should not adopt proposals that restrict the

decisionmakinq responsibility delegated to the states by The Act.

For example, Section 214(e) (2) allows state commissions to

d••ignate carriers as eligible carriers for a specific service

area designated by the state cOJMlission. New entrants, therefore,

~SeQ ao..ents of 8ellsouth at 12 •

~s•• aamaent of the Idaho Public Utilitias commigsio~, at 17,
and the commsn~s of ~h. State of Maine Public Utilities
commission, et. al.

a See comments of NARUC 17.
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USPIlCTJ'tJ'LLY SuaKIT'l'BD thi. 't.h day of May, 199'.

BY DlaBCTION OF THE CO~SSION

~~~ =y;;;;;;roner Don SChrer f Charrman
Ala_xa PUblic Utilities Commission

COl William F. Caton
Aoting Seoretary
Federal Communications Commission

Attached Lis'\:.

~See comment5 of Gel at 11 which propoae thot cQmpetito~5
alone be able to d.t.~mine th.i~ own 5tudy area5.
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